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BOBBIE BROOKS, INCORPORATED is a 

major, diversified apparel producer. 

Founded in 1939, we operate 20 
manufacturing plants, including one of the 
nation’s largest vertically integrated facilities 
for production of double-knit and full- 
fashioned knitted apparel. We have 12 
modern distribution centers and 46 sales 
offices and showrooms in major cities. Our 
customers include thousands of department 
stores, specialty stores, and mass 
merchandisers. We have approximately 
5,000 employees, and are responsible for 
employment of many other persons in 
supplier plants. Our Bobbie Brooks Division 
produces sportswear and swimwear for 
young adult women who wear junior sizes, 
under the Bobbie Brooks and Moody’s 
Goose labels. We provide branded 
sportswear for misses through the Addenda 
and Perception-Directions Divisions, and 
unbranded sportswear through our Bryn 
Mawr and Coronet Divisions. Stretchini 
makes clothes for children and pre-teens. 
Our M & D Simon Division manufactures 
men’s apparel under the Donegal brand 
name, and Colebrook Mens supplies 
unbranded sportswear. Colebrook Mills 
provides knitted fabrics and knitwear to our 
other divisions, and also sells knitted fabrics 
to retailers and to other apparel 
manufacturers. We also operate the 
Remnant House chain of retail fabric stores, 
which now has 27 outlets. The Bobbie 
Brooks International Development Company 
operates world-wide, largely through 
licensing arrangements. 
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Report to Shareholders, 

The past year, more than any other in the 36-year 
history of Bobbie Brooks, Incorporated, required 
a rearrangement of corporate priorities and strategy 
for our Company along with most others producing 
for consumer markets. 

Severe problems developed in our industry and our 
Company at the start of our fiscal third quarter last 
November. Projected volume and profit margins were 
adversely affected by an array of factors including 
competition from low-cost imports, collapse of demand 
and prices in the double-knit fabric market, and retail 
inventory reductions of extraordinary depth and timing. 
The purpose of this letter is to provide an objective 
review of steps taken to meet this challenge. Detailed 
financial information for the year ended April 30 is 
provided elsewhere in this report. 

Balance Sheet Progress 

The Company evaluated the critical nature of its 
problems and sharply accelerated programs for 
improving the strength, liquidity and quality of the 
corporate balance sheet. Major programs were 
instituted to hold down losses and develop financial 
liquidity as required to survive the difficult period we 
saw ahead. 

Inventories were cleared at earlier than normal dates. 
Sales forecasts and resulting inventory commitments 
were reduced. Expenses were cut sharply. Capacities of 
manufacturing facilities were cut back to the extent 
possible. Capital spending was curtailed. Accounts 
receivable collection efforts were intensified. 

Results of these programs are apparent in the year-end 
balance sheet. Although working capital decreased 
more than $11,000,000 as compared with a year ago, 
the ratio of current assets to current liabilities actually 
improved to 2.1 as compared with 2.0 last year. 
Inventories were cut from $45,000,000 a year ago 
to $26,000,000 at the 1975 fiscal year-end. Accounts 
receivable were reduced from $36,000,000 to $27,000,000. 
Bank debt was decreased from $44,000,000 to 
$35,000,000. While some of these reductions were due 
to lower volume, a significant part of the improvement 
resulted from increased asset turnover factors. 


New Financing Arrangement 

The improvement in our balance sheet was a key 
factor in enabling us to negotiate a new financing 
agreement. This agreement, which was completed on 
June 18, 1975, greatly adds to our financial flexibility 
by replacing the former bank loan agreement which 
contained covenants that severely restricted the 
Company’s operations. Completion of the-new financing 
is evidence that our major banks not only recognize the 
improved liquidity of our balance sheet, but are 
confident of the ability of Bobbie Brooks to solve 
current operating problems. 

The new agreement reduces the number of participating 
banks from 12 to 4. This group, headed by 
Manufacturers Hanover Trust Company, is providing a 
term loan of $16,000,000 and up to $20,000,000 in 
short-term loans. The obligations are secured by the 
Company’s fixed assets and accounts receivable. 

Upon signing the agreement, the Company was able 
to reduce its total bank debt to $21,000,000, a decrease 
of $14,000,000. At approximately the same date in 1974, 
total bank debt was $48,000,000. The principal terms 
and conditions are explained in the notes to the 
financial statements. 

Fiscal 1975 in Review 

There was reason for some optimism at the start of 
the past fiscal year. A decision had been reached to 
liquidate three problem divisions, and we expected 
that all continuing operations would be profitable. Our 
bankers had agreed to recast our term loan, deferring 
any repayments until November, 1976. Capital 
expenditures were budgeted at their lowest level in five 
years and we could begin to consider depreciation an 
additional source of cash flow. 

Sales were up during the first half of the fiscal year and 
the Company earned a profit in spite of interest costs 
which were, because of rate increases, 55 per cent 
above those of the preceding year and amounted to 
3.2 per cent of sales. 

However, the results did not meet expectations. The 
national economic climate was deteriorating, with 
apparel sales adversely affected as consumer 
confidence waned. But there was no precedent in 
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This industry situation has resulted in a classical 
shakeout of producers, a number of whom ... both 
large and small .. . have already ceased operations. 
We are still feeling the effects of this adjustment in the 
knit textile industry. However, Colebrook not only is 
among the larger and more flexible of knit 
manufacturers, but also has a large demand for its 
production from our own divisions. This demand has 
been of substantial assistance to Colebrook during this 
difficult period in the knit industry. 


recent years for the speed and depth of the market 
changes which began in November. Retailers suddenly 
began to slash inventories through increased 
promotional selling and reduction of future 
commitments. 

The drying-up of customer orders had an immediate 
and serious effect upon our operations. Merchandise 
being held to service expected reorders became 
surplus almost overnight, and had to be sold earlier 
than normal at unusually deep markdowns. In addition, 
commitments for future seasons, already made, 
became excessive. 

Sales of continuing operations declined $4,500,000 
during the second half. The drop in volume of products 
normally providing our best profit margins was even 
greater. The need for deep markdowns accelerated, 
and we sustained other losses associated with reduced 
volume and inventory liquidation. This combination 
of adverse factors was mainly responsible for a 
$7,394,000 loss during the last half of the year, which 
offset the first half net income of $1,667,000, resulting 
in a full fiscal year deficit of $5,727,000. 

Problems and Opportunities 

Over a long period, Bobbie Brooks has invested large 
sums in projects which are vital to future growth and 
profit progress but have not to date yielded the 
anticipated return on invested capital. We fully 
recognize that our financial health has been impaired as 
a result of this problem. On the other hand, it is 
equally true that past programs have positioned our 
Company for substantial progress. 

Our Colebrook operation at Hialeah, Florida, is an 
example of this basic potential. It includes one of the 
country’s largest vertically integrated double-knit 
facilities, providing yarn-to-garment capability. 
Colebrook lost money in the second half of the fiscal 
year after a profitable first six months. It was affected 
by sales declines of other divisions which it supplies. 
However, while demand dropped, there were sufficient 
orders to permit a reasonable level of capacity 
utilization. Unfortunately, competitive pressures 
resulting from an industry-wide problem of overcapacity 
depressed prices to levels that did not cover costs of 
production. 


Indications of Improvement 
As the new fiscal year begins, there are encouraging 
indications that the Company’s operations are 
strengthening. 

Colebrook, for example, has become a producer of 
fabric and garments for several large manufacturers 
unrelated to Bobbie Brooks. It also has entered into an 
arrangement to produce fabric for a textile converter 
on a commission basis. This business, above and 
beyond Colebrook’s production for other Bobbie Brooks 
divisions and for direct sale to retailers, is improving its 
plant utilization. 

Advance orders for our branded lines have begun to 
show increases, reversing the downtrend of recent 
seasons, and consumer reaction to our summer and 
early fall merchandise has been encouraging. 

Any improvement in sales would have a favorable effect 
on the profitability of our Company since overhead 
reductions have cut break-even points to lower levels. 
These favorable developments probably reflect several 
factors, including a gradual return of consumer 
confidence, the end of the period of retail inventory 
liquidation, and intensified efforts to provide improved 
styling and quality at reasonable prices in all our 
product lines. In addition, current reports of major 
retail organizations served by Bobbie Brooks divisions 
have recently shown that sales appear to be generally 
firmer at retail. 

Also, of course, the fact that our bank borrowings are 
down over $25,000,000 from a year ago will have a 
beneficial effect on interest costs. 

It is also important to note that last year’s loss could 
not be carried back for tax purposes to obtain a 
refund of previously paid income taxes. However, 









we now have a loss carryforward, which means 
that virtually no Federal income taxes will have to be 
paid on our next $7,300,000 of pre-tax income. 

Several Operations Doing Well 

Several of the Company’s operations enjoyed good 
results last year in spite of industry-wide problems. 

The Bryn Mawr Division, manufacturer of unbranded 
sportswear, did well in spite of sales problems 
encountered by the large chains which are its 
customers. 

Our Remnant House chain of retail fabric stores also 
established new highs in sales and earnings, and this 
progress comes after a severe shakeout period in the 
home sewing industry. 

A few years ago, the success of a number of fabric 
store chains attracted so many competitors that the 
industry became “overstored”, and earnings for most 
of the companies in it plummeted, with many sustaining 
losses. The result was that many of these firms were 
forced out of business and others closed a number of 
losing or marginal outlets. The relatively few well- 
financed, well-managed, and experienced firms in the 
industry were the survivors, and are generally enjoying 
rising sales and profits today. Remnant House is one of 
these. It has expanded steadily, now operates 27 
stores, and has become one of the most consistent 
profit contributors in the Company. 

Our operations which performed well in the face of last 
year’s troubled economic climate should do better as 
economic conditions improve. 

International Development Company 
The Bobbie Brooks International Development Company, 
which serves licensees producing under our brand 
names and utilizing our styling and back-up support 
in many other nations, has also continued its steady 
year-to-year progress. Sales by our licensees and 
royalty income continued to increase. 


Summing Up 

A tremendous effort continues to be made by the 
people at Bobbie Brooks to increase the Company’s 
earning power and financial stability. While due to 
discouraging external factors, events of the past year 
represented a setback in this effort. 

Past achievements or future projections mean little at 
this time. However, in spite of fully recognized current 
problems, Bobbie Brooks has very substantial strengths 
and remains a leader in the large markets it serves. 

We anticipate a steady rather than swift recovery, and 
the year now under way will present great challenges. 
The Company’s basic foundation for progress is sound 
and we are convinced that its opportunities will 
steadily become apparent with any upturn in our 
diversified apparel markets. 



/Jc, / /Tc( /cs\ 

Herbert Adler, President 


July 30,1975 
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Consolidated Statement of Operations and Retained Earnings 


For the Years Ended 
April 30, 



1975 

1974 

Net sales — continuing operations . 

$175,704,000 

$177,607,000 

Costs and expenses: 



Cost of sales. 

131,278,000 

125,978,000 

Selling, general and administrative. 

45,356,000 

42,972,000 

Interest . 

5,832,000 

4,504,000 

Other income . 

(351,000) 

(345,000) 


182,115,000 

173,109,000 

Income (loss) before federal income taxes. 

(6,411,000) 

4,498,000 

Provision (credit) for federal income taxes — Note 6. 

(684,000) 

1,550,000 

Income (loss) — continuing operations. 

(5,727,000) 

2,948,000 

Discontinued operations — Note 2: 



Loss from operations (net of tax effect of $1,015,000). 

— 

(1,351,000) 

Loss on disposal, including provision of $193,000 
for operating loss during phase-out period 



(net of tax effect of $1,122,000). 

— 

(1,488,000) 


— 

(2,839,000) 

Net Income (loss) . 

(5,727,000) 

109,000 

Retained earnings at beginning of year. 

22,549,000 

22,440,000 

Retained earnings at end of year. 

$ 16,822,000 

$ 22,549,000 

Per share data — Note 9: 



Income (loss) — continuing operations. 

$(1.25) 

$ .65 

Discontinued operations: 



Loss from operations . 

— 

(.30) 

Loss on disposal . 


(33) 

Net income (loss). 

$(1.25) 

$ .02 


See notes to financial statements. 






















































Consolidated Statement of Capital Surplus 


For the Years Ended 
April 30, 


Capital Surplus at beginning of year. 

Excess of fair value over stated value of 
shares issued under incentive stock plans. 

Stated value of additional shares issued in connection 
with business previously acquired. 

Capital surplus at end of year. 

See notes to financial statements. 

Consolidated Statement of Changes in Financial Position 

Sources of working capital: 

Provided by (applied to) operations: 

Net income (loss). 

Items not involving working capital: 

Depreciation . 

Deferred income taxes. 

Goodwill written-off . 

Other . 

Total provided by (applied to) operations. 

Long-term debt incurred. 

Disposal of property assets. 

Sundry —net . 

Applications of working capital: 

Additions to property assets. 

Long-term debt: 

Repaid upon consummation of refinancing agreement — Note 5 

Current maturities and other prepayments. 

Sundry — net . 


Increase (decrease) in working capital — Note 8 

Working capital at beginning of year. 

Working capital at end of year. 


$(5,727,000) 

3,088,000 

(225,000) 

255,000 

( 100 , 000 ) 

(2,709,000) 

473,000 

367,000 


(1,869,000) 


2,415,000 

4,000,000 

2,496,000 

696,000 

9,607,000 

(11,476,000) 

46,833,000 

$35,357,000 


$ 109,000 

3,191,000 

447,000 

67,000 

3,814,000 

515,000 

366,000 

434,000 

5,129,000 


2,959,000 


1,404,000 


4,363,000 

766,000 

46,067,000 

$46,833,000 



1974 


$13,938,000 

38,000 

(40,000) 

$13,936,000 


See notes to financial statements. 
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CONSOLIDATED 


ASSETS 

Current assets: 

Cash (including a certificate of deposit of 

$3,000,000 in 1975). 

Accounts receivable (net of an allowance for doubtful 
accounts of $300,000 and $274,000) — Note 4. 

Inventories — Note 3. 

Prepaid and refundable federal income taxes. 

Prepaid expenses and sundry receivables. 

Total current assets. 


April 30, 


1975 


$ 10,119,000 

27,428,000 

25,614,000 

1,405,000 

1,701,000 

66,267,000 


1974 


$ 8,014,000 

35,862,000 

44,806,000 

2,089,000 

1,835,000 

92,606,000 


Property assets — at cost — Note 5: 

Land . 

Buildings and improvements. 

Machinery, equipment and fixtures 
Leasehold improvements. 

Accumulated depreciation . 


1,957,000 

9,837,000 

26,070,000 

4,695,000 

42,559,000 

19,941,000 

22,618,000 


1,957,000 

10,042,000 

25,118,000 

5,243,000 

42,360,000 

18,702,000 

23,658,000 


Goodwill 


2,399,000 


2,657,000 


Other assets 


1,168,000 


1,251,000 


$ 92,452,000 


$120,172,000 


See notes to financial statements. 







































BALANCE SHEET 


April 30, 

LIABILITIES AND SHAREHOLDERS’ EQUITY 

Current liabilities: 

Notes payable — banks — Note 4 . 

Long term debt — portion due within one year — Note 5 

Accounts payable . 

Accrued expenses and sundry liabilities . 

Reserve for loss on disposal of discontinued 

operations — Note 2 . 

Total current liabilities . 

Long term debt — Note 5 . 

Notes payable — banks . 

51/4 % Convertible Subordinated Debentures . 

Capitalized lease and mortgage obligations . 

Deferred federal income taxes and other credits . 

Commitments — Note 10 

Shareholders’ equity: 

Common stock — no par value — 
stated value $1 — Note 7 

Authorized — 10,000,000 shares 
Issued — 4,624,381 and 4,587,802 shares ... 

Capital surplus . 

Retained earnings — Note 5 . 


Cost of 16,500 treasury shares 


1975 


$ 15,000,000 
6,190,000 
5,136,000 
4,584,000 


30,910,000 

16,000,000 

6,100,000 

2,733,000 

1,346,000 


4,624,000 
13,941,000 
16,822,000 
35,387,000 
(24,000) 
35,363,000 
$ 92,452,000 


1974 


$ 24,000,000 
975,000 
13,222,000 
5,919,000 

1,657,000 

45,773,000 

20,000,000 

6,869,000 

3,987,000 

2,494,000 


4,588,000 

13,936,000 

22,549,000 

41,073,000 

(24,000) 

41,049,000 

$120,172,000 


See notes to financial statements. 
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Notes to Consolidated Financial Statements 


NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES 
Principles of Consolidation: 

The consolidated financial statements include the ac¬ 
counts of the company and its subsidiaries, all of which are 
wholly-owned. Material intercompany items and transac¬ 
tions are eliminated in consolidation. Investments in several 
50% owned companies which are, in the aggregate, not 
significant are accounted for by the equity method. 

Inventories: 

Inventories are stated at the lower of cost (first-in, first- 
out method) or market. 

Property Assets: 

For financial reporting purposes, depreciation is com¬ 
puted primarily by the straight-line method while acceler¬ 
ated methods are utilized in the determination of income 
tax liabilities. Estimated useful lives approximate 20 to 50 
years for buildings, 10 to 15 years for building improve¬ 
ments, and 5 to 15 years for machinery and equipment. 
Improvements to leased premises are generally amortized 
to operations over the related lease term. Property assets 
include capitalized lease obligations which are, by their 
terms, equivalent to purchase agreements. 

Expenditures which extend useful lives are capitalized. 
Charges for incidental maintenance and repairs and gains 
or losses upon the disposal of property assets are reflected 
in operations as incurred. 

Income Taxes: 

Prepaid and deferred federal income taxes are provided 
in recognition of timing differences in the reporting of 
depreciation and other items as between financial state¬ 
ment and income tax purposes. 

The accumulated undistributed earnings of subsidiaries, 
all of which are domestic corporations, are intended to 
become available to the parent company through future 
tax-free mergers. 

Pension Plans: 

The Company maintains several funded noncontributory 
pension plans covering certain salaried and commission 
basis employees and providing for normal retirement at 
age 65. The annual provision for accrued pension costs 
($647,000 in 1975 and $591,000 in 1974) consists of actu- 
arially determined normal cost, net of gains or losses re¬ 
sulting from changes in actuarial assumptions amortized 
over 10 years. At April 30, 1975, the aggregate value of the 
pension funds was substantially equivalent to the actuari- 
ally computed value of vested benefits. The cost to the 
Company, if any, of conforming the various funding and 
vesting provisions to the requirements of recently enacted 
federal pension plan legislation will not be significant. 


Stock Options: 

Proceeds from the issuance of capital shares upon the 
exercise of options are credited to capital surplus to the 
extent of the excess of exercise price over stated value. No 
charges to operations are made with respect to the granting 
of options. 

Goodwill: 

Goodwill incurred in purchase acquisitions consum¬ 
mated prior to 1970, aggregating $2,308,000, represents an 
asset of unlimited life and is, accordingly, not subjected to 
periodic amortization. Subsequent additions of a nominal 
amount are amortized to operations over forty years. During 
1975, goodwill in the amount of $255,000 was determined 
to have no remaining value and was charged to operations. 

NOTE 2-DISCONTINUED OPERATIONS 

In fiscal 1974 the Company determined to discontinue 
the operations of several businesses and provided aggre¬ 
gate reserves of $2,610,000 for both operating losses to be 
incurred during the phase-out period and losses on dis¬ 
posal. The amount of $110,000, representing the excess of 
actual costs and losses incurred over amounts provided, 
has been charged to operations during the current year. 
Net sales of the discontinued businesses were $4,290,000 
in 1975 and $26,565,000 in 1974. 


NOTE 3-INVENTORIES 

Inventories consist of the following: 

1974 



1975 

Total 

Continuing 

Operations 

Discontinued 

Operations 

Raw 

materials 

. $ 7,936,000 

$15,444,000 

$14,072,000 

$1,372,000 

Work in 
process . 

4,750,000 

9,210,000 

8,697,000 

513,000 

Finished 
goods ... 

. 12,928,000 

20,152,000 

19,710,000 

442,000 


$25,614,000 

$44,806,000 

$42,479,000 

$2,327,000 


NOTE 4 - NOTES PAYABLE - BANKS 

Data as to the Company’s short-term bank borrowings 
are summarized as follows: 

1975 1974 


Outstanding month-end balances: 

Maximum. $28,000,000 $28,750,000 


Average for the year. 

Weighted average interest rates: 

At year-end. 

For the year. 


24,250,000 24,604,000 

8.1% 9.8% j 

11.2 8.8 

































Notes to Consolidated Financial Statements 


Concurrent with the execution of a long-term loan agree¬ 
ment on June 18, 1975 (Note 5) the Company entered into 
an accounts receivable financing agreement with substan¬ 
tially the same lending institutions, to secure future short¬ 
term borrowings from such institutions. Borrowings may 
not exceed 80% of eligible accounts receivable, up to a 
maximum of $20,000,000, with advances bearing interest 
at a rate equal to prime plus 2%%. Advances are collater¬ 
alized by a primary lien on all trade accounts receivable and 
a lien on the property assets pledged under the term loan 
agreement, subject to all other existing liens. 

Under informal arrangements which did not legally re¬ 
strict the use of funds, the Company was required to main¬ 
tain compensating balances generally equal to 10% of 
available lines of credit plus 10% of outstanding borrow¬ 
ings. Such balances aggregated approximately $6,000,000 
at April 30, 1975 and $5,000,000 at April 30, 1974. No com¬ 
pensating balances are now required under either the 
accounts receivable financing or term-loan agreements. 

NOTE 5 - LONG-TERM DEBT 
Notes Payable — Banks: 

On June 18, 1975, the Company entered into an agree¬ 
ment with several banks whereby it repaid $4,000,000 of 
long-term debt outstanding at April 30,1975 and refinanced 
the remaining $16,000,000 of indebtedness. Accordingly, 
the 1975 balance sheet retroactively reflects such $4,000,000 
as a current liability. 

Long-term bank notes are due in 12 quarterly install¬ 
ments from June 1976 through March 1979, aggregating 
$8,000,000, with the balance of $8,000,000 due on June 30, 
1979. Interest is payable quarterly at a rate equal to prime 
plus 3%. The notes are collateralized by liens on substan¬ 
tially all the Company’s property assets, subject only to 
prior liens, and by a second lien on accounts receivable. 

The Company is required to maintain a minimum consol¬ 
idated working capital of $33,000,000, exclusive of current 
maturities on the bank notes, and a minimum $35,000,000 
of tangible net worth which, pursuant to the agreement, 
is defined to be the sum of consolidated net worth plus the 
principal amount of outstanding convertible debentures, 
less goodwill and other intangibles. Had the agreement 
been in effect at April 30,1975, consolidated working capital 
and tangible net worth would have exceeded such require¬ 
ments by approximately $2,400,000 and $4,000,000 respec¬ 
tively. During the term of the agreement, the Company is 
prohibited from paying cash dividends on common stock 
and, additionally, expenditures for rentals and the pur¬ 
chase of property assets are limited. 

5V4% Convertible Subordinated Debentures: 

The Debentures, due in 1981, are redeemable at the 


Company’s option at 101%% to September 1975 with de¬ 
creasing premiums thereafter. Semi-annual sinking fund 
payments of $300,000 are required to March 1981. An ag¬ 
gregate 205,331 capital shares are reserved for issuance 
upon conversion at $31.14 per share, such price being sub¬ 
ject to adjustment in the event of certain changes in the 
Company’s capital structure. Payment of principal and in¬ 
terest is subordinated to all other indebtedness. 

Gains of $206,000 in 1975 and $302,000 in 1974 on the 
repurchase of Debentures are included in other income. 

Capitalized Lease and Mortgage Obligations 

The indebtedness consists essentially of mortgage notes 
bearing interest at rates from 516% to 12% per annum, 
maturing at various dates through 1982, and collateralized 
by certain property assets with an undepreciated cost of 
approximately $8,300,000. 

After giving effect to the above-described bank refinanc¬ 
ing, long-term debt maturities during the next five fiscal 


years are: 

Year Amount 

1976 . $6,190,000 

1977 . 3,963,000 

1978 . 3,588,000 

1979 . 3,621,000 

1980 . 8,967,000 


NOTE 6 - FEDERAL INCOME TAXES 

The component elements of the provision for (refund of) 
federal income taxes are: 


1975 1974 

Current . $(459,000) $1,103,000 

Deferred . (225,000) 447,000 


$(684,000) $1,550,000 

The following is a reconciliation of the income tax pro¬ 
vision which would have been reflected at the statutory 
federal income tax rate and the actual rates reflected in the 
statement of operations: 



1975 

1974 

Statutory rate. 

(48.0%) 

48.0% 

Refund in excess of statutory rate, 
equal to tax savings attributable 
to Puerto Rican tax exemption 
and, in 1974, tax savings 
from such exemptions . 

(8.6) 

(11.5) 

Future tax benefits of operating loss 
carryforwards, not currently 
recognized . 

45.7 


Other . 

.2 

(2.0) 

Effective tax rate. 

(10.7%) 

34.5% 
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Notes to Consolidated Financial Statements 


A subsidiary company operates in Puerto Rico under a 
tax exemption extending through 1985. 

The following tabulation summarizes the carryforwards 
available to the Company at April 30,1975 for future federal 
income tax reporting purposes: 


Available Through 
Fiscal Year Ending in 

Operating 

Losses 

Investment 
Tax Credits 

Foreign 
Tax Credits 

1976 . 

$ 

$ - 

$ 75,000 

1977 . 

_ 

20,000 

55,000 

1978 . 

_ 

5,000 

70,000 

1979 . 

— 

175,000 

55,000 

1980 . 

7,300,000 

310,000 

60,000 

After 1980 . 

— 

185,000 

— 


$7,300,000 

$695,000 

$315,000 


Both investment and foreign tax credit carryforwards 
may be applied against subsequently accruing income tax 
liabilities while the operating loss carryforwards are avail¬ 
able for application against future consolidated earnings. 
Because of timing differences in the deduction of expenses, 
primarily depreciation, as between financial and income tax 
reporting, the operating loss cari 7 forward available for 
financial statement purposes at April 30,1975 approximated 
$ 6 , 100 , 000 . 

NOTE 7 - CAPITAL STOCK 
Changes in Outstanding Shares: 

Changes in issued and outstanding capital shares are 


tabulated as follows: 

1975 

1974 

Beginning of year. 

. 4,571,302 

4,501,222 

Issued under stock 
purchase plan. 

36,579 

30,080 

Issued for business acquired 
in a prior year. 

_ 

40,000 

End of year. 

. 4,607,881 

4,571,302 


Incentive Stock Plans: 

Under the Company’s qualified stock option plan, 
471,426 shares are reserved for issuance upon the exercise 
of stock options which may be granted to certain officers 
and employees. At April 30,1975, options to 169,500 shares 
were outstanding at per share prices from $6.94 to $17.75 
(aggregate option price $2,273,000). Such prices reflect 
market values on the respective grant dates. The outstand¬ 
ing options are cumulatively exercisable to the extent of 
130,439 shares in fiscal 1976 and 38,124 and 937 shares in 
1977 and 1978 respectively. No stock options were granted 
during the current year. 


Shares available for the granting of options aggregated 
301,926 and 190,338, respectively, at April 30, 1975 and 
1974. 

During the current year, the Board of Directors elected 
to terminate an Employees’ Stock Purchase Plan under 
which a maximum 58,000 shares were reserved for issuance 
at April 30, 1974. 


NOTE 8 - CHANGES IN WORKING CAPITAL 

The increase (decrease) in components of working 
capital are tabulated as follows: 


1975 1974 


Current assets: 

Cash . 

$ 2,105,000 

$ 4,979,000 

Accounts receivable .... 

(8,434,000) 

(3,108,000) 

Inventories. 

(19,192,000) 

2,455,000 

Other . 

(818,000) 

1,121,000 


(26,339,000) 

5,447,000 

Current liabilities: 

Notes payable — banks .. 

(9,000,000) 

3,924,000 

Long-term debt due 
within one year. 

5,215,000 

(432,000) 

Accounts payable. 

(8,086,000) 

(1,201,000) 

Accrued expenses and 
sundry liabilities. 

(1,335,000) 

733,000 

Reserve for loss on 
disposal of businesses 
discontinued . 

(1,657,000) 

1,657,000 


(14,863,000) 

4,681,000 

Increase (decrease) in 

working capital. 

$(11,476,000) 

$ 766,000 


NOTE 9 - PER SHARE DATA 

Per share data are based upon the weighted average 
number of shares outstanding in each year. Convertible de¬ 
bentures and stock options issued prior to 1969 are not 
considered common stock equivalents. The assumed maxi¬ 
mum conversion of outstanding debentures as of the begin¬ 
ning of each year, adjusted for related interest savings, and 
the assumed exercise of stock options would be antidilutive. 




























































Notes to Consolidated Financial Statements 


NOTE 10 - COMMITMENTS 
Leases: 

Rental expense under all leases amounted to: 

1975 1974 

(Thousands Omitted) 

Continuing operations: 

Financing leases. $ 890 $1,322 

Other leases. 3,639 3,014 

Sublease income. (421 ) (204 ) 

$4,108 $4,132 

Discontinued operations: 

Other leases. — 547 

Sublease income. — ( 250 ) 

- 297 

$4,108 $4,429 


Annual aggregate rental commitments under noncancel- 
lable leases are: 


Year 

Type of Property 

Real 

Estate Equipment 

Type of Lease 

Financing Other 

1976 . 

$ 2,339 

(Thousands Omitted) 

$ 848 $ 999 

$ 2,188 

1977 . 

2,227 

783 

999 

2,011 

1978 . 

1,726 

723 

999 

1,450 

1979 . 

1,419 

723 

999 

1,143 

1980 . 

1,339 

723 

999 

1,063 

1981-1985 . . . 

4,995 

— 

1,280 

3,715 

1986-1990 ... 

2,758 

— 

1,075 

1,683 

1991-1995 .. . 

1,015 

— 

589 

426 


$17,818 

$3,800 

$7,939 

$13,679 


Sublease rental income from real estate will approximate 
$441,000 in 1976 and lesser amounts thereafter. Certain of 
the leases provide that the Company pay taxes, mainte¬ 
nance, insurance and certain other operating expenses 
applicable to the leased premises. 

The estimated present value of minimum rental commit¬ 
ments under noncapitalized financing leases at the respec¬ 
tive year-end dates was: 


1975 1974 

Real estate. $2,543,000 $2,700,000 

Equipment. 2,112,000 2,761,000 

$4,655,000 $5,461,000 


Such present values reflect utilization of interest rates 
from 2.0% to 9.4% and weighted average interest rates of 
8.3% in 1975 and 7.6% in 1974. If all the noncapitalized 
financing leases were capitalized, the related property 
rights amortized on a straight-line basis, and interest cost 
accrued on the basis of the outstanding lease liability, net 
loss in 1975 would have been increased and net income 
for 1974 decreased by approximately $147,000 (without 
related tax effect) and $73,000 (net of taxes) respectively. 
Amortization and interest cost included in the calculations 


were: 

1975 1974 

Amortization. $652,000 $1,025,000 

Interest . 385,000 438,000 

Litigation: 


In the opinion of management, the ultimate resolution of 
pending litigation, arising in the ordinary course of busi¬ 
ness, will not have a material adverse effect upon the 
Company. 


AUDITORS’ REPORT CLARENCE RAINESS & CO., Certified Public Accountants 


To the Board of Directors and Shareholders 
Bobbie Brooks, Incorporated 

We have examined the consolidated balance sheets of Bobbie Brooks, Incorporated and subsidiary 
companies as at April 30, 1975 and 1974 and the related consolidated statements of operations 
and retained earnings, capital surplus, and changes in financial position for the years then ended. 
Our examinations were made in accordance with generally accepted auditing standards and, 
accordingly, included such tests of the accounting records and such other auditing procedures as 
we considered necessary in the circumstances. 

In our opinion, the aforementioned consolidated financial statements present fairly the financial 
position of Bobbie Brooks, Incorporated and subsidiary companies as at April 30, 1975 and 1974 
and their results of operations and changes in financial position for the years then ended, in 
conformity with generally accepted accounting principles applied on a consistent basis. 


New York, N.Y. 
June 19, 1975 





































































Bobbie Brocks,Incorporated Annual Report 1975 


Five-Year Financial Summary 

(in thousands except for per share amounts and numbers of shares) 




For the years ended April 30, 



1975 

1974 

1973 

1972 

1971 

Net sales — continuing operations: 

Women’s apparel. 

$108,261 

$116,452 

$110,965 

$ 97,904 

$ 95,565 

Men’s apparel. 

37,532 

33,331 

34,163 

21,987 

11,037 

Children’s apparel. 

16,529 

17,352 

16,108 

12,463 

11,440 

Retail fabric sales. 

13,382 

10,472 

8,966 

7,415 

4,685 

Total (1). 

175,704 

177,607 

170,202 

139,769 

122,727 

Cost of sales. 

131,278 

125,978 

122,180 

98,071 

85,307 

Interest expense. . 

5,832 

4,504 

2,980 

2,534 

2,045 

Provision (credit) for federal income taxes . . 

(684) 

1,550 

2,635 

2,663 

2,528 

Income (loss) — continuing operations .... 

(5,727) 

2,948 

4,461 

4,328 

3,110 

Discontinued operations (net of taxes): 

Loss from operations. 

- 

(1,351) 

(1.317) 

(779) 

(501) 

Loss on disposal. 

- 

(1,488) 

(749) 

— 

(848) 

Income (loss) before extraordinary item . . . 

(5,727) 

109 

2,395 

3,549 

1,761 

Extraordinary credit (tax benefit of 

carryforward losses). 

— 

— 

— 

— 

192 

Net income (loss). 

(5,727) 

109 

2,395 

3,549 

1,953 


Per share data: 

Income (loss) — continuing operations 
Discontinued operations: 

Loss from operations. 

Loss on disposal. 

Extraordinary credit. 

Net income (loss). 

Weighted average number of shares . . 


Year-End Position: 


Working capital. 

. . $35,357 

$46,833 

$46,067 

$45,050 

$27,638 

Current ratio. 

2.1 to 1 

2.0 to 1 

2.1 to 1 

2.2 to 1 

1.6 to 1 

Plant and equipment — net. 

22,618 

23,658 

24,256 

22,438 

17,629 

Long-term debt. 

24,833 

30,856 

31,745 

32,611 

22,001 

Shareholders' equity. 

35,363 

41,049 

40,872 

38,234 

26,962 


(1) Excludes net sales of discontinued operations amounting to $4,290 in 1975; $26,565 in 1974; 
$31,402 in 1973; $35,646 in 1972; $30,072 in 1971. 


Market Price of Common Stock 1975 1974 


The high and low per share sales price of the common 

Quarter 

High 

Low 

High 

Low 

stock of Bobbie Brooks, Incorporated on the New York 

First 

2% 

1% 

5% 

3% 

Stock Exchange for the last two fiscal years, by quarter, 

Second 

21/2 

iy 2 

4% 

31/2 

is summarized below. The company paid no cash dividends 

Third 

2 

i 

3% 

21/2 

on its capital shares during such period. 

Fourth 

2% 

i% 

3V2 

2% 


(1.25) 

.65 

.99 

1.06 

.79 

— 

(.30) 

(.29) 

(.19) 

(.13) 

— 

(.33) 

(.17) 

- 

(.21) 

— 

— 

— 

— 

.05 

$ (1.25) 

$ .02 

$ .53 

$ .87 

$ .50 

4,582,527 

4,510,617 

4,480,380 

4,098,818 

3,912,143 













































Management’s Discussion and Analysis of the 
Summary of Operations 


Net Sales — Continuing Operations 

Net sales decreased 1% in 1975. 1974 sales 
represented a 4% increase over 1973. The sales decline 
in 1975 was due to the economic recession which resulted 
in a reduction in consumer spending for apparel. The 1974 
increase reflected improved demand for most categories 
of the Company’s products. 

Cost of Sales 

As a percentage to net sales, cost of sales was 74.7% 
in 1975, 70.9% in 1974, and 71.8% in 1973. The increase 
in cost of sales in 1975 as compared to 1974 was directly 
attributable to losses sustained in disposing of surplus 
inventories. The 1974 reduction in cost of sales as 
compared to 1973 resulted from a favorable change in 
the mix of sales which more than offset losses in the 
Company’s Colebrook Mills operations. 

Selling, General and Administrative Expenses 

The relationship of these expenses to sales in the last 
three years was: 1975, 25.6%; 1974, 24.0%; 1973, 22.2%. 
Although the Company instituted major programs designed 
to reduce expenses when it became apparent that sales 
would not reach planned levels in both years, the full 
benefits of these programs could not be realized in the 
years in which these reductions were initiated. 

Interest Expense 

Interest expense increased $1,300,000 in 1975 and 
$1,500,000 in 1974. Increasing interest rates were 
responsible for the higher expense in each year. Average 
borrowing levels remained approximately the same 
throughout the period. 

Provision for Taxes 

The Company’s tax credit for 1975 was $684,000 or 
11% of pre-tax losses. In 1974, the effective tax rate was 
34.5%, a decrease from 37.1% in 1973. The Company 
could not carry back the major portion of 1975’s operating 
loss, which will be available for application against future 
profits. The decrease in the tax rate in 1974 resulted from 
the substantial increase in the contribution to consolidated 
earnings of the Company’s Puerto Rican operations, which 
are not subject to income taxation. 


Discontinued Operations 

During 1974, the Company determined to discontinue 
the operations of several businesses and provided 
substantial reserves for losses to be incurred in the 
discontinuance and disposal process. The operating 
losses of the businesses discontinued and their 
estimated cost of disposal amounted to $2,839,000, 
net of applicable tax credits. 


Fourth Quarter Summary 

1975_1974 

(Thousands Omitted) 

Net sales - continuing operations . $43,041 $44,866 

Income (loss) before income taxes. (4,128) 341 

Provisions (credit) for federal income taxes.. (684) _(44) 

Income (loss) - continuing operations _ (3,444) 385 

Losses on discontinued operations . - (2,073) 

Net loss. $(3,444) $(1,688 ) 


As economic conditions worsened during the last half of 
fiscal 1975, the Company embarked upon a program 
designed to improve liquidity through the reduction of 
inventory levels. Although net sales in the fourth quarter 
of 1975 decreased by only 4%, as compared to the prior 
year, sales at regular prices declined by more than 
12%. This decline in full-price volume of approximately 
$5,000,000 was primarily responsible for the loss incurred. 
Data for the fourth quarter of fiscal 1974 includes both 
the operating loss of several discontinued businesses and 
the entire estimated cost of disposal. 


Form 10-K 

Shareholders may obtain a copy of Bobbie Brooks’ 
annual report on Form 10-K for the year ended 
April 30, 1975, as filed with the Securities and Ex¬ 
change Commission, upon written request to the 
Secretary of the Company at 3830 Kelley Avenue, 
Cleveland, Ohio 44114. 
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